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unknown British artist depicting Rio 
de Janeiro’s Copacabana beach as 
it was early in the century. The 
photograph (bottom) is of the same 
scene today. 
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COMPARATIVE HIGHLIGHTS (Dollar amounts expressed in U.S. Currency) 


Property, plant and equipment at cost 
Long-term debt 

Shareholders’ equity 

Electric operating revenues 

Capital expenditures 

Netincome . 


Total cash dividends 


Ordinary shares outstanding (average) * . 


Book value per ordinary share—December 31 * 
Net income per ordinary share * 
Cash dividends declared per ordinary share. 


Stock dividend declared per ordinary share 


Kilowatt-hours sold—millions . 


IQ72 


$ millions 
1220.5 
87.0 
611525 
Silica” 
106.8 
97.4 
24.4 


25,01 902 


$31.83 
$ 3.80 
$ 1.00 
10% 


22,402 


Siva 


$ millions 
ie 7. 
46.4 
742.4 
425.0 
87.6 
83.8 
232 


25,610,922 


$28.98 
eal) 
$ 1.00 


20,310 


*after adjustment of the number of shares outstanding for the 10% stock dividend paid July 31, 1972. 


The 1971 figures have been restated in order to present a more meaningful comparison. 
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DIRECTORS’ REPORT 


This is the 60th Annual Report to the 
shareholders of Brascan Limited. The 
Directors are pleased to report that 
during the year the Company made 
satisfactory progress, both in terms of 
financial results and the furtherance 
of the Company’s long-term policy of 
growth in Canada and Brazil. 


During 1972 net income increased to 
$97.4 million* ($3.80 per ordinary 
share) from $83.8 million in 1971 
($3.27 per ordinary share after adjust- 
ing the number of shares outstanding 
for the 10% stock dividend paid July 
31, 1972). The gain in earnings Is 
attributable to increases in net utility 
income. 


During the year Brascan defined more 
clearly its long-term objectives as an 
investment management company in- 
volved in both Canada and Brazil, 
and its areas of major investment 
interest. While our principal interest 
continues to be in Light—Servicos de 
Eletricidade S.A. (“Light’’), the Brazil- 
ian electric utility subsidiary, our other 
investment initiatives are being directed 
into the following areas: 


—consumer goods, particularly food 
and beverages in Brazil and Canada; 


—natural resource development in 
Brazil and Canada; 


—tourism and real estate development 
in Brazil; 


—financial services and trading, both 
in Brazil and Canada and elsewhere 
in the world. 


One of our major objectives is to 
strengthen and broaden our invest- 
ment programs in Brazil and Canada to 
achieve a balance, firstly, between 
asset values and earnings inside Brazil, 
and secondly, of the assets and earn- 
ings between Brazil and Canada. Our 
programs are designed to maintain a 
balance between short-term and long- 
term goals. We are interested in 
achieving growth in the value of our 
dollar assets, together with earnings 
growth. We shall continue to build our 
management expertise in our selected 
areas as the investment program de- 
velops. 


Our transition from being a company 
almost exclusively involved in Brazilian 
utility operations to one with a broad 
range of interests in both Brazil and 
Canada in the fields outlined above is 
already well underway. Evaluation of 
our present interests, and organization 
towards achievement of our goals can 
not be attained overnight, and the 
period of transition may take a few 
years. The opportunity is challenging 
but should prove rewarding. 


*Dollar figures throughout this report are expressed 
in U.S. dollars except where otherwise indicated. 


Light 

The economic expansion of Brazil con- 
tinued during 1972 with an increase, 
after allowing for the inflationary fac- 
tor, of 10.4% in the Gross Domestic 
Product; 1972 was the fifth consecu- 
tive year in which the Brazilian econ- 
omy grew by more than 9%. This 
growth was spread throughout every 
major sector of economic activity, in 
agriculture, industry and commerce. 


The program against inflation con- 
tinued to achieve success, with an in- 
crease in the cost of living of 14% as 
compared to an 18.1% increasein1971. 
The high level of economic activity in 
the area of South-Central Brazil served 
by Light was reflected in increased 
electric sales — 22.4 billion kilowatt 
hours, 10.3% higher than the 20.3 
billion kilowatt hours sold the year 
before. The number of customers rose 
from 3,273,000 at the end of 1971 to 
3,485,000 at the end of 1972, an 
increase of 6.4%. 


To meet this rapidly rising demand for 
electricity the Light’s capital expendi- 
ture program continued, with $98.7 
million spent during the year. To fi- 
nance capital expenditures, the com- 
pany, in addition to using funds pro- 
vided from operations, has arranged to 
borrow approximately $81 million from 
foreign lending institutions, of which 
$50 million was drawn down during 
the year. These financings were facill- 
tated by a reorganization during the 
year of the debt structure and attend- 
ant borrowing restrictions. Reversion 
funds collected in the tariffs have not 
been made available by the federal 
power agency (Eletrobras) to Light 
during 1972. 


Consumer Goods 

Brascan’s largest investment in Canada 
continues to be its 32.5% interest in 
John Labatt Limited. This management 
holding company has major operations 
in brewing and other beverages, grain 
processing and allied products, and 
confectionery and other consumer 
foods. 


The Brascan Investment Group in Brazil 
(“Investment Group’’) owns 92% of 
Fabricas Peixe, a major food-process- 
ing company. During the year a 45% 
interest was purchased in Swift- 
Armour S.A., Brazil's largest meat- 
packing company. 

The Investment Group and John Labatt 
Limited reached agreement in February 
1973, and, with a prominent Portu- 
guese brewing concern, purchased 
control of Skol-Caracu, Brazil’s third- 
largest brewing company. 


Natural Resources 
During 1972 the Canadian natural re- 
source program was_ reorganized. 


Brascan Resources Limited (formerly 
Mikas Oil Co. Ltd.) proceeded with its 
investment in Elf Oil Exploration and 
Production Canada Ltd., which com- 
pany has an active program of explora- 
tion and drilling, principally in the 
Arctic Islands. Brascan Resources is 
also Carrying out a shallow well drilling 
program in Western Canada. 


Brascan Resources’ option to purchase 
an additional 47%% interest in the 
Sukunka coal project in British Co- 
lumbia has been extended to June 30, 
1975 or until such earlier date that there 
has been clarification of such matters 
as the granting of coal leases or per- 
mits, and the location of the loading 
port and connecting railroad. Develop- 
ment mining, market research programs 
and certain other aspects of the over- 
all feasibility study of the project are 
continuing at a reduced rate. 


Tourism and Real Estate Development 
The Investment Group’s participation 
in the building of a $15 million hotel on 
Gavea Beach in Rio de Janeiro is con- 
tinuing on schedule. Opening § is 
planned for mid-1974. 


Feasibility studies are underway for the 
development of a tourism project on 
beach-front property about half-way 
between Rio de Janeiro and Sao 
Paulo, which will offer a wide range of 
accommodation and recreational facil- 
ities. 

Financial Services and Trading 

Banco Brascan and its associated 
companies in Brazil had a successful 
year, extending the range of services 
they offer to the public. 


Organization of the Brascan interna- 
tional trading group, with offices in 
Toronto, Rio de Janeiro, London, New 
York, Tokyo and Osaka, proceeded 
during the year. A new trading and 
financial services office is being organ- 
ized in Geneva. 


Canadian Tax Legislation 

It is still not possible to make a defini- 
tive assessment of the probable impact 
of the new Canadian income tax legis- 
lation on the Company’s net Income, 
but none of the developments in the 
past year suggest that it will be material. 
The amendments proposed in the 
Government's May 1972 budget have 
not yet been enacted into law, and 
many regulations required under the 
new law have still to be published. One 
of the amendments proposed in May 
1972 of particular interest to the Com- 
pany will have the effect of postponing 
until 1975 the taxation of foreign ac- 
crual property income (i.e. Interest, 
dividends, etc.) of foreign affiliates. 


Board of Directors 

The Board, at its meeting of March 20, 
1973, accepted with regret the resigna- 
tion of Dr. A. T. A. Antunes. As a lead- 
ing Brazilian industrialist, his contribu- 
tion to the Company has been of unique 
value, and he will be greatly missed. 
E. C. Freeman-Attwood, Vice-Presi- 
dent, Finance of the Company, was 
appointed a Director to fill the vacancy 
on the Board. 


W. C. Harris, having reached retirement 
age, will not be standing for re-election 
as a Director at the forthcoming annual 
and special general meeting of share- 
holders. Mr. Harris joined the Board in 
1953, and has given freely of his wise 
counsel over the years. 


Their colleagues on the Board extend 
warm thanks to Dr. Antunes and Mr. 
Harris. 


Executive Appointments 

In December, E. C. Freeman-Attwood 
was appointed Vice-President, Fi- 
nance, succeeding J. H. A’Court who, 
pursuant to his own request, relin- 
quished this post. Mr. A’Court will 
continue to serve the Company as a 
senior consultant. At the same time, 
A. W. Farmilo was appointed a Vice- 
President of the Company with special 
responsibilities in the area of natural 
resource development, and R. F. 
Lewarne a Vice-President with special 
responsibilities in the area of industrial 
development. 


Management and Staff 

The Company's satisfactory progress 
toward achieving its goals during the 
year was due in large measure to the 
imagination and initiative of the em- 
ployees and management of the Com- 
pany and of Its subsidiary and associ- 
ated companies, both in Canada and In 
Brazil. On behalf of the Directors, | 
would like to extend to them sincere 
appreciation. 


On behalf of the 
Board of Directors 


J.H. Moore 
President 


March 22,1973 


J. H. Moore, 
President of Brascan Limited. 


Antonio Gall/otti, 
Vice-President of Brascan and 
President of Light. 


LIGHT—SERVICOS DE 
ELETRICIDADE S.A. 


In 1972 Light sold over 22 billion kilo- 
watt hours of electricity, an increase of 
10.3%. Industrial consumption was up 
11.6% from the previous year and ac- 
counted for 49.7% of total sales. Elec- 
tricity sold to the industrial sector in 
the Light System has grown an average 
of 10.6% per annum during the period 
1967-1972. 


Residential sales increased 6.8% over 
1971, totalling 5 billion kwh. Com- 
mercial customers used 3.6 billion kwh, 
an increase of 11.7% over the year be- 
fore. By the year-end the Light was 
serving approximately three and a half 
million customers, and the 1972 System 
peak load reached 4,366 megawatts In 
November, an increase of 12% over the 
previous year’s peak. 


Since January 1972, Light has been 
operating under the new rate regula- 
tions described in the 1971 Annual 
Report. The rate of remuneration has 
been increased from 10% to 12%. In- 
come tax rates have been lowered from 
17% to 6%, but taxes paid are no longer 
recoverable as a cost of service. The 
reversion funds, formerly retained with- 
in the company and applied in expan- 
sion and improvement of the System, 
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‘must now be paid into a general re- 


version fund administered by Eletro- 
bras, which may, at its discretion, 
grant loans to the concessionary com- 
panies. Interest on reversion funds 
retained within the company to 
December 31, 1971 and loans made 
from the General Reversion Fund has 
been raised from 6% to 10% per annum. 


Light’s investment in new plant and 
equipment in 1972 totalled $98.7 mil- 
lion. Plant in service and in course of 
construction totalled $1,198 million 
by the year-end. Programs for 1973 
and future years include the extension 
of supply lines to rural areas and low 
income population within the Light 
System which will benefit some 
140,000 households. Capital expendi- 
tures for the 1973-1977 period will 
amount to $690 million. 


The major part of the funds required to 
finance the capital investment pro- 
gram will be generated within the 
company itself. No reversion funds 
have been made available to Light in 
1972 by Eletrobras. External financing 
is being arranged to meet the balance 
of the requirements of the program 
from international lenders (World Bank, 
Export Development Corporation) and 
in the capital market. 


The notes to the financial statements in 
previous years have stated that electric 
operating income since January 1, 
1965 may be subject to adjustment 
when the cruzeiro value of electric 
plant in service is finally established by 
the Government Commission appointed 
for that purpose. (Such plant in service 
comprises some 85% of Light's rate 
base). As previously reported, the 
value of Rio Region net plant in service 
at December 31, 1964 was established 
by the Commission in 1969 and offi- 
cially approved in 1970. In 1972 the 
Commission established the value of the 
Sao Paulo Region plant at December 
31,1964, which findings were officially 
approved by the federal Government in 
November. 


The values for both Regions as at 
December 31, 1964 are now in pro- 
cess of being updated to the end of 
1972, monetarily corrected to com- 
pensate for decline in internal value of 
the currency. Upon completion, al- 
lowance will be made in future rate 
adjustments to compensate for over- 
or under-recovery of remuneration in 
prior years. Since the 1964 cruzeiro 
values confirmed by the Commission 
were approximately 2% below book 
values, it is not anticipated that such 
allowance will vary materially from this 
result when the values have been 
brought up to date. 


i ee = ya ; HE ye. 
Light S.A. Board of Directors (clockwise from left) —Raphael de Almeida Magalhées, D. W. Minion, W. J. Crocker, Alberto do Amaral OsGrio, J. S. 
Monteiro, J. J. Marques Filho (Vice-President), Antonio Gallotti (President), J. S. Freitas (Vice-President), Alexandre H. Leal, R. E. Spence, Ruy 


Bessone P. Corréa, José Rubem Fonseca, Caio Técito Vasconcellos. 


At December 31, 1972, 25,968 men 
and women were employed by Light. 
The company takes pride in its reputa- 
tion as a good employer. Its employee 
relations and welfare policies are con- 
stantly under review to ensure that 
Light remains in the forefront in this 
area, making its proper contribution to 
the welfare and personal development 
of its employees, and so to the social 
progress of the country. Among bene- 
fits offered as part of the employee 
relations’ program are: 


e 30 consecutive days’ paid vacation 
plus a special vacation bonus (the 
mandatory period is 20 working 
days); 


e free meals for personnel working 
more than three consecutive hours 
overtime ; 


e incase of absence due to illness, pay- 
ment, for a period of up to two years, 
of the difference between the salary 
earned by the employee and the 
monthly compensation paid by the 
Social Security Institute ; 


e low-priced restaurants for personnel 
and free meals for employees en- 
gaged in work distant from their 
usual eating places; 


e special indemnity, equivalent to 10 
monthly pay periods, to victims of 
labour accidents or to their bene- 
ficiaries, apart from any compensa- 
tion due them from Social Security. 


During 1972, the company medical 
services carried out 88,000 consulta- 
tions and 20,000 special examinations. 


In 1972 the company raised the in- 
demnities of the group life-and-acci- 
dent insurance of its personnel and 
gave considerable assistance to the 
employees’ cooperatives. The Light 
also inaugurated a special vacation 
financing plan for staff members and 
their families. 


More than 2,900 employees were 
enrolled in internal and external educa- 
tional and training courses at the com- 
pany’s expense. In the primary schools 
maintained by the Light for employees’ 
children, 1,269 students were enrolled. 
In addition, the company maintained 
an industrial apprenticeship school and 
provided professional training for 173 
candidates. 


THE BRAZILIAN ECONOMY 


FOREIGN TRADE 1968-1972 
value expressed in millions of dollars 


Exports f.o.b. B Imports c.i.f. 
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PRINCIPAL EXPORTS 


value expressed in millions of dollars 
1965 1969 TEAS 1971 


Coffee Beans Gia 813 939 712 948 34.1 


Percentage 
increase 
1972 ‘65-'72 


Soluble | | ae dae 80 65) 
Mfd.Goods 110 288 622 822 1,148 943.6 
Coton | 96 196 154 137 270 181.3 
lronOre +103 147 «209 «237 «232 :«125.2 
Sugar «B75 127-153-293 414.0 
CocoaBeans 28 105 78 92 67 139.3 
Meats 24 #52 82 99 110 358 
Total % 

All Exports 1,595 2,311 2,739 2,904 4,056 154.3 


(Based on figures supplied by Bank of Brazil—1972 figures estimated) 


COST OF LIVING 1963-1972 
annual percentage increase 


Guanabara (with Rio de Janeiro) 


te rian 
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The Brazilian economy in 1972 showed 
a high rate of growth in production and 
a continued decrease in_ inflation. 
Official sources estimate the Gross 
Domestic Product at $50 billion, a 
growth of 10.4% after allowing for the 
inflationary factor. The increase in the 
cost of living was 14%, compared to 
18.1% in 1971, while wholesale prices 
increased 16%. 


Besides promoting economic growth 
and curbing inflation, the Govern- 
ment’s efforts have been directed to- 
ward the improvement of income 
distribution and of living standards. 


6 


The Transamazonian highway is part of Brazil's national plan to open up new territory for land 
development. 


During 1972, programs were continued 
and others were introduced to promote 
low-income housing, literacy, personal 
savings, settlement of unexplored re- 
gions (land grants), redistribution of 
land and rationalization of agriculture. 


Production 


Overall industrial production increased 
13.9% in 1972, while that of manu- 
facturing industries grew 14.3%. Auto- 
mobile production reached 606,995 
units, an increase of 18% over 1971. 
Steel production rose by 8.6% to 6.5 
million tons. Additional incentives to 
expand industrial capacity were insti- 
tuted. 


Agricultural production continues to be 
highly dependent on weather condi- 
tions, and increased 4.1% in 1972 
(VLA In 1S Zlews. Garin =1 O70) ine 
Government has taken steps to en- 
courage the use of modern farming 
techniques. A price-support policy and 
the extension of social security to rural 
workers have served to boost incomes 
in the agricultural sector. 


Monetary Policy and the Fight Against 
Inflation 

Two main weapons were employed by 
the Government in Its continuing fight 
against inflation: a monetary policy 
encouraging a high rate of economic 
growth while controlling inflation, to- 
gether with direct price controls on the 
main sectors of the economy. 


In 1972 agricultural products were the 
main source of pressure on the cost of 
living and on wholesale prices. 


Capital Market 


The Government continued its policy 
of strengthening the financial institu- 
tions operating in the market. Mergers 
were encouraged in order to eliminate 


inefficient units and increase econo- 
mies of scale. At the beginning of 1973, 
as part of the Government's program 
to curb inflation, lower ceilings were 
set on the rates of interest chargeable 
by all financial institutions. 


Volume and prices on the stock markets 
were down throughout the year as 
compared to 1971, when the market 
was particularly buoyant. 


Foreign Trade and the Balance 
of Payments 


Perhaps the most spectacular result for 
1972 was that achieved by Brazilian 
exports which grew by almost 40%, 
reaching a total of over four billion 
dollars. Manufactured goods increased 
40% and accounted for 28% of the 
total value of exports. Coffee exports 
increased 23% in value, representing 
25% of total exports. 


The balance of payments at year-end 
showed a surplus of $2,420 million; a 
net capital entry of $3,460 million off- 
set deficits in the trade balance and 
services accounts. International re- 
serves, according to official estimates, 
had reached a total of $4,057 million 
at the end of the year. 


Outlook for 1973 

The Government intends to maintain 
its broad policy objectives for this year: 
a rate of economic growth between 
10% and 11%, a decrease in the infla- 
tion rate to 12%, and a 15% increase In 
exports. 


In order to achieve this high rate of 
growth, the Government will continue 
to invest heavily in basic industries and 
in production of steel, petrochemicals, 
electric power, building of highways, 
ports and warehousing facilities. It will 
also continue incentives for private 
investments. 


Hrascan AND SUBSIDIARY COMPANIES 


LIMITED 


FINANCIAL REVIEW 1972* 


The consolidated financial statements of the Company 
and its subsidiaries, together with the Auditors’ Report 
thereon to the shareholders, appear on pages 5 to 15 
of this review. Comparative analyses by currencies of the 
statements of consolidated income and source and ap- 
plication of funds are set out on pages 16 and 17 below 
followed by the comparative summary of income and 


operating statistics for each of the years since 1965. 


The form and content of the consolidated financial state- 


ments has been altered this year in the following respects: 


—The inclusion of a Summary of Accounting Policies 
which sets out the major accounting practices followed 
by the Company in the preparation of the statements on 
a continuing basis as distinguished from the Notes to 
Consolidated Financial Statements which relate more 


specifically to the current and preceding year. 


—The consolidation of the accounts of three subsidiaries 
not previously consolidated as set out in the Basis of 
Consolidation in the Summary of Accounting Policies. 
As indicated in this note, the reported earnings per 
share in previous years have not been affected by this 
change, but some of the components of the 1971 


financial statements have been altered. 


—A further segmentation of the statements to indicate 
the income from those sectors in which the Company 


is engaged. 


Earnings 

Consolidated net income totalled $97,420, or $3.80 per 
share in 1972, an increase of 16% from $83,781 in 1971 
($3.27 per share after adjustment of the number of shares 
outstanding for the 10% stock dividend paid July 31, 
“The Company's financial statements are expressed in United 


States currency and all references to dollars in this Review are to 
thousands of United States dollars unless otherwise indicated. 


1972). The contribution to consolidated income by 


sectors and currencies is summarized hereunder: 


1972 1971 
$ per $ per 
SECTORS Amount Share Amount Share 
Net electric utility 
income . $87,120 $3.40 $70,526 $2.75 
Investment and 
industrial income 
North America 
and other . 5,652 0.22 ou, 0.29 
Brazil 7,550 0.29 Bh eT I OSZ 
General corporate 
expenses . (2,902) (0.11) (2,339) (0.09) 
Net income . $97,420 $3.80 $83,781 $3.27 
CURRENCIES 
North America 
and other . $29,703 $1.16 $27,703 $1.08 
Brazil 67,717 2.64 56,078 DAY 
$97,420 $3.80 $83,781 $3.27 


Cash dividends, which were paid at the rate of $1.00 per 
share (25 cents quarterly per ordinary share) amounted 
to $24,400 in 1972 and $23,237 in 1971 representing 
82% and 84% of the dollar components of earnings In 


each year. 


Electric Utility Income 


Cruzeiro revenues and expenses were translated into 
dollars in 1972 at the average free market exchange rate 
for the year (Cr$5.93) except for depreciation which was 
translated at the same rate as that used for the translation 
of the related assets. At Cr$5.93, the dollar value of the 
cruzeiro is 10.6% lower than its value at the 1971 earnings 
rate of Cr$5.30. During the calendar year 1972 the 
cruzeiro was devalued by 9.3% from Cr$5.635 at the 
beginning of the year to Cr$6.215 at the year end. 


During 1972 the Company received from its electric 
subsidiary all dollar amounts from Brazil to which it was 
entitled under the legislation governing remittances from 
that country. The remittances covered maturing interest 
and principal on inter-company debt of Light and 
dividends. Only some 48% of Light dividends payable to 
the Company is currently remittable in dollars. The balance 
is payable in cruzeiros and is allocated to the non-utility 
investment program to the extent not required to help 


finance Light's capital requirements. 


Electric sales amounted to 22.4 billion kilowatt hours in 
1972, an increase of 10.3% over the 20.3 billion kilowatt 


hours sold in the previous year. 


Net electric utility income increased by 24% from $70,526 
in 1971 to $87,120 in 1972. The major components of the 


increase of $16,594 are as follows: 


Increase in allowable remuneration 


Due to increase in rate base . $11,978 
Variation on translation into dollars 2,033 
Balance of 1969 deficiency in earnings re- 
covered in 1971. (282) 
Decrease (net) in other expenses not recover- 
able in rates 222 
15,981 
Variations arising from changes in the 
regulatory system— 
Increase of 2% in the rate of 
allowable remuneration from 
10% to 12% $21,691 
1970 corporate profits taxes paid 
in 1971 and recoverable in the 
1971 rates . (12,149) 
Portion of increase in reversion 
interest attributable to the al- 
teration of the interest rate 
from 6% to 10% (6,226) 3.310 
ozo 
Variations in income deductions 
Increase in reversion interest . (7,988) 
Less portion above attributable to 
increase In rate of interest 6,226 
(1,762) 
Interest—on long-term debt (1,020) 
—charged to 
construction—credit 4,345 
Income on short-term investments . 2,140 
Foreign exchange adjustments 2,284 
Equity of minority shareholders . (4,032) 
Income and withholding taxes (4,658) © (225703) 
$16,594 


Short-term investments of Light S.A. increased during the 
year and this is reflected in the increase of $2,140 in 
the income thereon from $3,500 in 1971 to $5,640 in 
Tod 2: 


Foreign exchange adjustments reflect a credit in 1972 of 
$2,899 compared with $615 in 1971. The increase of 


$2,284 in this translation credit arises primarily from 


changes in the net cruzeiro asset position of Light and the 
continuing revaluation of the cruzeiro under the system 


of moving exchange rates. 


Investment and Industrial Income 

Total investment and industrial income decreased by 
227392 from, $15,594 in 1971 to $13,202 in 1972. As 
the tables below indicate, the major reason for this reduc- 
tion was the absence in 1972 of the large profits on 
sales of shares and security trading realized in the prior 
year. 


North America and other 
Dividends 
John Labatt Limited 


1972 1971 Change 


$2,015) 92,121) 3 394 


Hudson’s Bay Company . 472 447 25 
OUNGI ee ey bat oe os 96 25a aod) 
Profitonsale of shares . . 220 2 009 SaCirS 78) 
3,304 4920 (1,616) 
Interest income 2,340 2,290 50 
Net income of oil and gas 
OUSTAUONSe wea. 2 ou 4 216 93 123 
Net loss on trading 
Operations (179) C179) 


Foreign exchange 


adjustments (29) 14 ( 48) 


$5,652 $7,317 $(1,665) 


Brazil 


Interest under telephone 


sale agreement $ 4,033 $4,222 S$( 189) 
Net income of investment 
subsidiaries 
Dividencdsa ie: se. 229 179 50 
Interest on loans and 
short-term 
investments . 11,601 3,055 8,546 
Commissions 2,128 {| 42a! 704 
Sundry revenue . . 330 330 
14,288 4,658 9,630 
Profit on security trading 
and sale of other 
securities 1,040 8,482 (7,442) 
Interest expense . (3,956) ( 38) (3,918) 
Administrative and 
general expenses (4,423) (1,424) (2,999) 


Income and withholding 
taxXOSMe ect Meee es a (1,563) (2,216) 653 


Investment write down 
and appropriation for 


agricultural research (375187) 3,007, 


Equity of minority 


shareholders ( 114) ( 114) 
5,272 5,875 ( 603) 
Net loss of industrial 
operations (25252) (27100), (i 52) 
Foreign exchange 
acjustments ees. = 497 280 eal 
$97,550 © 38,277 “s(- 727) 


Net income of investment subsidiaries in 1972 reflects 
the inclusion of the results of Crefinan, the consumer 
finance company in which Banco Brascan has a majority 


interest. 


Maturing interest and principal instalments under the 
Brazillian Government-guaranteed obligations covering 
the unpaid balance of the sale price of the telephone 
utilities and dividends from one of the investment sub- 
sidiaries through which a portion of the telephone pro- 
ceeds Is being reinvested in Brazil were remitted in full 
in 1972. 


Consolidated Balance Sheet 


Shareholders’ equity amounted at the end of 1972 to 
$815,459 ($31.83 per share) compared with $742,444 
($28.98 per share after adjustment of the number of 
shares outstanding for the stock dividend paid July 31, 
1972). It was employed in the following areas at net 


book values: 


1972 vat 
Utility . $532,064 $501,670 
Financia! services and trading . 63,387 35)329 
Natural resources 47,656 23,190 
Consumer goods and services. 79,705 73,204 
Tourism and real estate 
development . 4,422 2,406 
General corporate 
Obligations guaranteed by the 
Brazillian Government on sale 
of telephone utilities 67,470 68,309 
Ohintcieeeee oe, ee oe 20,755 38,336 
$815,459 $742,444 


Working capital increased by $21,600 in 1972, princi- 
pally in Brazil. The components of the increase appear in 


the statements on pages 12 and 17 of this Review and the 


composition of the working capital at the end of 1972 


and 1971 is shown on page 10. 


As indicated in the Statement of Consolidated Source and 
Application of Funds, the chief sources of funds in 1972 
were from operations ($136,634) and long-term borrow- 
ings ($59,742). Reversion and reversion interest were 
not a source of funds in 1972 as these were paid to the 
federal power agency (Eletrobras) and not reinvested in 


plant as was the case in 1971. 


Shares of Canadian companies at cost ($57,484) shown 
in the consolidated balance sheet include the Company's 
holdings in John Labatt Limited and Hudson's Bay Com- 
pany. The quoted market value at the year-end of these 
investments was $105,992 compared with $83,445 at 
the end of 1971. 


The shares of Canadian companies at cost (no quoted 
market value), consist principally of the holdings in Elf 
Oil Exploration and Production Canada Ltd. The equiva- 
lent of the cost to the Company of these holdings Is being 
used by Elf, in part, to finance its drilling and exploration 
program, and a substantial portion of this contribution to 
Elf's expenditures on that program are being renounced 
in favour of Brascan Resources Limited and are thus 
available as an offset against the latter's future taxable 


income. 


Investments in Brazil included under “Shares and de- 


bentures at cost less amounts written off’ consist of the 


following: 
1972 1971 

Portfolio of listed securities $ 3,359 $ 2,439 
Shares in state power companies 4,233 4,233 
Other equities (principally FNV, 

Celanese, Garcia, Eucatex and 

Brinks) 10,028 £10,048 
Swift-Armour S.A. . 4,924 
Ourobranco (Skol-Caracu) 4,055 
Debentures 1,313 1265 

$27,912 $17,985 


All of the equity holdings included in the above table 
represent minority positions in the companies indicated, 
except for Ourobranco which it is planned to merge with 
Skol-Caracu in 1973. 


Interest-bearing secured loans and long-term finance 


contracts receivable arise from the lending activities of 


Banco Brascan and Crefinan, its consumer finance 


subsidiary. 


Property, plant and equipment less depreciation thereon 
increased in 1972 by $81,532 consisting of the following 


items: 


Electric capital expenditures on transmission 


and distribution $ 98,709 
Interest on electric construction capitalized . 7,059 
106,368 
Gavea hotel property . 1,368 
Other property plantand equipment . .. . 1,491 
Coal and mineral licences and oil and gas 
properties and equipment 4,727 
Leasehold alterations and office furniture and 
LIXTUES: Rae rT. sr 517 
114,471 
Less: 
Depreciation—electric plant 927,300 
Depreciation and depletion of 
equipment and properties . . 743 
28,048 
Disposals and other changes 
Other property, plant and 
SCUIDINeMt = s,s se 8 ee 850 
Oil and gas properties and 
CGUIDIMGNe a awl ae ee 4,041 32,939 
Net change Slo [haley 


The upward trend in the capital requirements of the elec- 
tric utility is evidenced by the capital expenditures in the 


past five years shown below: 


19667 367,125 1970 
1969 $75,074 WA 
1972 $98,709 


$77,930 
$83,613 


The steady growth in the load on Light's system will re- 


quire increasing annual capital expenditures. 


Borrowings totalling $50,000 were drawn down during 
1972 from Morgan Guaranty Trust Company of New York 
and through Brascan International B.V. to assist in 
financing this capital program. In addition, loans have 
been secured for future equipment purchases from Export 
Development Corporation of Can. $26,500 and from 
Canadian Imperial Bank of Commerce of Can. $4,500. 


The unrealized balance of gas company assets continues 
to be carried at book value, pending determination by 


the courts of the compensation payable thereon. 


Hrasean AND SUBSIDIARY COMPANIES 


LIMITED 


SUMMARY OF ACCOUNTING POLICIES 


A summary of the Company's major accounting policies is 
presented below to assist the reader in evaluating the 
financial statements and other data contained in this 
report. 


Basis of consolidation 


The consolidated financial statements include the accounts 
of the Company and all its majority-owned subsidiaries. In 
1972 the Company adopted the practice of including in the 
consolidated financial statements the accounts of one 
Canadian subsidiary (Brascan Resources Limited, formerly 
Mikas Oil Co. Ltd.—engaged in oil and gas exploration and 
production) and two Brazilian subsidiaries (Fabricas 
Peixe—a food processing company ; Crefinan—a consumer 
finance company). This change in the basis of consolida- 
tion has been given retroactive effect. As the Company's 
investment in these subsidiaries had been carried on the 
equity accounting basis and, accordingly, full provision 
had been made in prior years’ statements of consolidated 
income and retained earnings for the Company's share of 
their profits and losses since acquisition, this change did 
not alter previously reported earnings. 


Translation of foreign currencies 


The Company's financial statements are expressed in 
United States currency. Assets, liabilities, revenues and 
expenses in currencies other than United States dollars 
have been translated into United States funds as follows: 


(a) Current assets and current liabilities at the rate of 
exchange prevailing at December 31 ; 


(b) Other assets and liabilities at the rates of exchange 
prevailing when they were acquired or incurred ; 


(c) Revenues and expenses at average official free market 
exchange rates for the year (or rates closely approximating 
these) except for depreciation and depletion provisions, 
which are at the same rates as those used for the transla- 
tion of the related assets. 


Income and withholding taxes 


The Company’s general policy is to account for income and 
withholding taxes on a tax allocation basis. Interest and 
dividend payments from subsidiaries in Brazil are subject 
to regular Brazilian withholding taxes at the rate of 25 per 


cent and full provision has been made (in current liabilities) 
for such taxes at that rate on Inter-company interest ac- 
crued and on subsidiaries’ earnings to the extent that 
distribution of such earnings by way of cash dividends is 
anticipated in the following year. 


Utility operations—Brazil 

(a) Revenue recognition— 

The rate structure regulations, establishing what is known 
as ‘‘service at cost’, became effective in 1965. Service at 
cost involves setting customers’ rates for electricity at a 
level which will produce operating revenues sufficient to 
cover (1) operating expenses of the service, (ii) provisions 
for depreciation and reversion (see below), (iii) the allow- 
able return on the rate base, and (iv) adjustment for prior 
years’ deficiencies and surpluses. The main components of 
the rate base are the year-end balance of plant in service 
(at depreciated net book value in cruzeiros monetarily 
corrected by annual co-efficients to offset the inflationary 
decline of the currency) and an allowance for working 
capital. 


Electric rates are established periodically based on antic- 
ipated costs and sales volume for the coming tariff period 
and the estimated year-end rate base. These estimates are 
filed with the regulatory authority as part of the application 
for rate revision. New rates come into force after review 
of the application and approval or modification by the 
regulatory authority. Because rates are based on estimates 
there will always be, in any one year, some surplus or 
deficiency. If there is a surplus (i.e., when billings to 
customers exceed “‘service at cost’), this amount must be 
taken into account in establishing rates in subsequent 
years and is accordingly excluded from current income and 
deferred to such subsequent years. If there is a shortfall in 
revenues, the deficiency is only recoverable from future 
rates and is taken into income when received. 


(b) Depreciation and accumulated amortization— 
Depreciation has been provided at the rate prescribed by 
the regulatory authority (being approximately 3 per cent of 
depreciable plant on a straight-line basis). 


The provision for amortization (accumulated prior to 1953) 
may be required to cover part of the undepreciated cost of 
certain utility properties upon their reversion or other 
transfer to conceding authorities. 


(c) Reversion— 

Regulations require that certain moneys (known as re- 
version moneys) generated by the rates (and computed at 
an annual rate of approximately 3 per cent of gross plant) 
be paid on a current basis to Eletrobras, the federal power 
agency, to be used in partial settlement of the compensa- 
tion upon ultimate reversion of the properties to the con- 
ceding authority and/or as a pool of funds to help finance 
electric utility expansion programs throughout Brazil. The 
amount of such reversion moneys paid or payable to 
Eletrobras in 1972 is shown in the statement of consoli- 
dated income. 


In 1971 and prior years, the regulations permitted the 
Company's electric subsidiary to deposit such reversion 
moneys (computed in the same manner) in a special bank 
account and subsequently to withdraw substantially all of 
them for investment in its capital assets, such capital 
assets forming part of the rate base on which the rate of 
return is calculated. The cumulative amount of these with- 
drawals to December 31, 1971 is shown as accumulated 
reversion on the consolidated balance sheet. This ac- 
cumulated reversion is not repayable, but does bear 
interest and would be deducted from the value of the 
utility assets upon reversion to the conceding authority. 


(d) Reversion interest— 


Regulations require that reversion interest at the rate of 10 
per cent be computed on accumulated reversion (see (c) 
above) after annual monetary correction and that such 
interest be paid on a current basis to Eletrobras. 


In 1971 and prior years, the rate of reversion interest was 
6 per cent and the regulations permitted the Company's 
electric subsidiary to deposit such reversion interest in the 
special reversion bank account (see (c) above) and with- 
draw it in the same manner for investment in its plant 
expansion. 


(e) Customers’ contribution for line extensions— 


Regulations call for certain plant and equipment costs to be 
borne by consumers with respect to line extensions or new 
connections. These amounts are included in property, plant 
and equipment and the related billings credited to custom- 
ers’ contributions for line extensions. Such contributions 
are not repayable and do not bear interest but are deducted 
in determining the rate base for purposes of computing the 
annual allowable return thereon and its value upon re- 
version to the conceding authority. 


(f) Retirements— 


Profits or losses on disposal of utility property, plant and 
equipment are credited or charged to accumulated de- 
preciation. 


(g) Materials and supplies— 
Utility materials and supplies are valued at cost, determined 
under the average cost method. 


(h) Interest charged to construction— 

Interest is charged to construction work in progress and 
credited to income at the average rate for the year applied 
to the year-end balance of such construction, as pre- 
scribed by the regulatory authority. The average rate is 
computed as a weighted average of the interest rates on 
loan funds and the allowable rate of return (see (a) above) 
on internal funds employed to finance construction during 
the year. 


Natural Resource operations 


(a) Oiland gas properties— 

The Company follows the full cost method of accounting 
whereby all costs associated with the exploration for and 
development of oil and gas reserves, whether producing or 
non-producing, are capitalized and depleted on the 
composite unit of production method based upon proven 
reserves of oil and gas. 


(b) Oiland gas equipment— 
Oil and gas equipment costs are also depreciated on the 
unit of production basis. 


(c) Deferred mine development expenditures— 

All mine development expenditures incurred have been in 
connection with the Sukunka coal project and have been 
deferred as these activities are in the exploration and 
development stage. 


(d) Coal and mineral licences— 

No depletion has been provided on coal and mineral 
licences since activities are in the exploration and develop- 
ment stage. 


Other operations 


(a) Investments— 

The Company's policy is to carry its investments in non- 
subsidiary companies at cost or, where it is estimated that 
there has been a loss In value other than a temporary de- 
cline, at their estimated value. 


(b) Industrial inventories— 
Industrial inventories are carried at the lower of average 
cost or market. 


(c) Depreciation— 

Depreciation of office furniture and equipment and other 
physical property and amortization of leasehold improve- 
ments are provided at various rates calculated to extinguish 
the related book values over their estimated useful lives. 


Hrasean AND SUBSIDIARY COMPANIES 


LIMITED 


STATEMENT OF CONSOLIDATED INCOME 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


Electric utility: 
Operating revenues (note 1) 


Operating revenue deductions— 
Purchased power . 
Fuel oil . : 3 
Salaries, wages and Binet Spemtne expenses . 
Depreciation . 
Reversion . 


Operating income . 


Income deductions— 
Interest on long-term debt. 
Reversion interest (note 1) 
Interest charged to construction—credit 
Income on short-term investments 
Foreign exchange adjustments . 
Equity of minority shareholders . , 
Income and withholding taxes (notes 1 ane 2). 


Net electric utility income (note 1) 


Investment and industrial operations : 
North America and other— 
Dividends and profits on sale of shares 
Interest income . : 
Net income of oil and gas BoeeOne 
Net loss of trading operations 
Foreign exchange adjustments . 


Brazil— 
Interest under telephone sale agreement 
Net income of investment subsidiaries (note 3) 
Net loss of industrial operations (note 3) . 
Foreign exchange adjustments . 


Net investment and industrial operations income . 


General corporate expenses . 
Net income for year . 
Net income per ordinary share . 


* Adjusted for stock dividend paid July 31, 1972 


$ 3.80 


(see accompanying summary of accounting policies and notes) 
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1972 1971 
$518,191 $425,039 
202,634 150,476 

2,382 9,674 
119,169 101,442 

26,777 25,409 

32,860 29,192 
383,822 316,193 
134,369 108,846 

4,327 3,307 

15,565 7,577 

(7,659) (3,314) 

(5,640) (3,500) 

(2,899) (615) 

18,923 14,891 

24,632 19,974 

47,249 38,320 

87,120 70,526 

3,304 4,920 

2,340 2,290 

216 93 

(179) 

( 29) 14 
5,652 Tai 

4,033 ey) 

5,272 5,875 

(2,252) (2,100) 

497 280 

7,550 8,277 

13,202 15,594 

(2,902) (2,339) 
$97,420 $ 83,781 


Spc Way 


Frascan AND SUBSIDIARY COMPANIES 


LIMITED 


CONSOLIDATED BALANCE SHEET 


(Expressed in thousands of United States dollars) 


ASSETS 


Current assets (per statement attached) : 


North America and other 
Brazil 


Investments: 


North America and other— 


Shares of Canadian companies at cost (quoted 
market value 1972— $105,992; 1971— $83,445) 


Shares of Canadian companies at cost (no quoted 
market value) (note 4). ; 3 


Other investments at cost 


Brazil— 
Government-guaranteed obligations (note 5) 


Shares and debentures at cost less amounts written off . 


Other assets: 


North America and other— 


Securities and cash on deposit with trustee under 
trust:indenture (note 6) jae eee 


Deferred mine development expenditures (note 7) . 
Sundry. 


Brazil— 
Utility materials and supplies at average cost . 
Interest-bearing secured loans ; 
Long-term finance contracts receivable . 
Sundry including long-term receivables . 


Property, plant and equipment at cost less accumulated 
depreciation, depletion and amortization 
(per statement attached) : 
North America and other 
Brazil 


December 31 


1972 7A 
$ 49,979 $ 42,280 
234,057 174,769 
284,036 217,049 
57,484 57,484 
23,990 foes 
1,184 6,783 
82,658 80,206 
63,092 66,620 
27,912 179385 
91,004 84,605 
4,947 D252 
4,594 ie 
585 230 
10,126 eee) 
24,495 27,960 

19,910 
4,822 

7718 6,947 
56,945 34,907 
7,691 6,816 
849,769 769,112 
857,460 775,928 
$1,382,229 $1,198,250 


(see accompanying summary of accounting policies and notes) 
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LIABILITIES December 31 


1972 STA 
Current liabilities (per statement attached) : 
NomiAmencaand Otnep ta = uy en eee es «<S. 17,762 s 10/289 
Bevan ke Sey eee en | ROR ae ny 159,527 PAs oe ie) 
177,289 13.1902 
Other liabilities— Brazil : 
Long-term debt (per statement attached) . ...... 87,035 46,413 
Accumulated TeVersioN 2 2c  « . 6 ww a a es 164,618 164,618 
Customers’ contributions for line extensions . . . ... 37,872 30,005 
I OUVaItCTCSE@sNy Re fem cy GM 92,671 Diee89 
Oihemlong-tenmillabiittes@ a . 2. + 202 we sw ~ es 7,285 
389,481 323,904 
Shareholders’ equity : 
Capital— 
Authorized : 
989 6% cumulative convertible preference 
shares at a par vaiue of Can. 
$100.00 each 
(1971—1,213 shares) 
5,000,000 second preferred shares of a par 
value of Can. $20.00 each 
30,000,000 ordinary shares of no par value 
Issued and outstanding : 
989 6% preference shares 
CO Po) eee ee ee Ie ee ee A ent 99 2d 
25,612,592 ordinary shares (1971—23,285,832) . . . 195,335 192,009 
195,434 193,108 
Re taIeC eat NiGS el. .cc sake oy ae: shiv Ue Oates ae le, eae x 620,025 549,330 
815,459 742,444 


On behalf of the Board: 
J. H. Moore 


Direct 
Henry Borden } Nese 


$1,382,229 $1,198,250 


(see accompanying summary of accounting policies and notes) 
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Hrascan AND SUBSIDIARY COMPANIES 


LIMITED 


STATEMENT OF CONSOLIDATED CURRENT ASSETS AND LIABILITIES 


(Expressed in thousands of United States dollars) 


North America and other— 
Current assets : 
Cash. 
Deposit receipts. 


Marketable investments at cost (auced eee 
value 1972— $4,286 ; 1971— $4,899) 


Accounts receivable . 


Current liabilities : 
Accounts payable and accrued charges. 
Dividends payable 
Income and other taxes poate 


Net current assets (North America and other) 


Brazil (notes 6 and 8)— 
Current assets : 
Gasiie 


Treasury bills and ane eet term investments 


Government-guaranteed obligations 
due within one year (note 5) 


Interest-bearing secured loans . 
Finance contracts receivable . 
Accounts receivable . 


Industrial inventories at lower ‘i average cost or market . 


Current liabilities : 


Accounts payable and accrued charges. 
Income and other taxes payable 
Long-term debt payable within one year . 
Bills of exchange payable . 

Bank indebtedness : 
Interest and dividends due ana gethicd 
Short-term deposits . 


Net current assets (Brazil) 


Total net current assets . 


December 31 


1972 oval 
$ 4,245 $ 985 
26,776 34,441 
4,184 4,934 
14,774 51920 
49,979 _ 42,280 
9,308 3,150 
7,896 7,139 
558 
17,762 10,289 
32,217 Sisvgl 
20,050 W757 
118,036 88,339 
4,378 1,689 
20,081 9,616 
15,072 10,442 
51,122 42,252 
5,318 5,274 
234,057 174,769 
93,046 66,602 
35,874 26,950 
11,524 10,823 
6,519 T1263 
6,462 4,577 
2,889 1,398 
3,213 
159,527 121,613 
74,530 53,156 
$106,747 


(see accompanying summary of accounting policies and notes) 
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$ 85,147 


Hrascean AND SUBSIDIARY COMPANIES 


LIMITED 


STATEMENT OF CONSOLIDATED PROPERTY, PLANT AND EQUIPMENT 


(Expressed in thousands of United States dollars) 


North America and other— 

Vian Oiland gas properties. ..... 
. Coal and mineral licences (note 7) . 
J Oil and gas equipment 
Office furniture and equipment 
Leasehold improvements 


Total property, plant and FAoRREne at cost 


Less accumulated depreciation, depletion 
and amortization . 


Brazil— 
Utility plant in service . im Lae 
Utility construction work in progress . 
Other physical property ‘ 
Total property, plant and Sean at cost 
Less accumulated depreciation 


Unrealized balance of gas company assets (note 9) 


Less accumulated amortization 


December 31 


1972 


$ 4,364 
2,825 

401 

318 

242 

8,150 


459 
$ 7,691 


$1,120,919 
77,099 
14,350 
1,212,368 
355,133 
857,235 
26,923 
884,158 
34,389 

$ 849,769 


(see accompanying summary of accounting policies and notes) 
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1971 


$ 5,088 
192 
1,300 


$1,057,611 
45,981 
12,505 
deio,097 


339,519 


776,578 
26,923 
803,501 
34,389 

ea /69,112 


frrasean AND SUBSIDIARY COMPANIES 


LIMITED 


STATEMENT OF CONSOLIDATED SOURCE AND APPLICATION OF FUNDS 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


Funds Provided 


Funds provided from operations: 
Net income for year . 
Add (Deduct) : 
Depreciation and depletion ; 
Reversion and reversion interest fore 1) : 
Interest charged to construction—credit 
Equity of minority shareholders . 


Long-term borrowings . 

Increase in holdings of minority shareholder 

Sale of property, plant and equipment . : 
Current portion of sale price of telephone utilities 
Decrease (increase) in utility materials and supplies . 
Customers’ contributions for line extensions . 


Funds Used 


Expenditures on property, plant and equipment 
Loans and long-term financing contracts . 
Increase in non-utility investments 
Reduction in long-term debt . 
Subsidiary dividends paid to minority Se eiishises : 
Deferred mine development expenditures . 
Dividends—preference . 

—ordinary . 


Miscellaneous changes in various assets ani liabilities : 


Increase in working capital 


1972 


$ 97,420 
28,048 


(7,659) 
18,825 
136,634 


59,742 
5,246 
4,644 
3,528 
3,465 
2,284 

215,543 


106,812 
24,732 
12,379 
11,835 

8,685 
4,521 

6 

24,400 
573 
21,600 
$215,543 


(see accompanying summary of accounting policies and notes) 


ee 


1A, 


$ 83,781 


26,234 
36,769 

(3,314) 
14,891 
158,361 


438 
1,329 
706 
3,329 

( 452) 
1,919 
165,630 


87,579 


8,270 

10,823 

6,438 

73 

z 

23,237 
(1,540) 

30,743 

$165,630 


Hrasean AND SUBSIDIARY COMPANIES 


LIMITED 


STATEMENT OF CONSOLIDATED RETAINED EARNINGS 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


Balance at Beginning of Year 
Net income for year . 


Deduct dividends 


Cash 
Preference shares (Can. $6.00 per share) . 
Ordinary shares (U.S. $1.00 per share) . 
Stock 
Ordinary shares (U.S. $0.10 per share) . 


Balance at End of Year . 


1972 


$549,336 
97,420 
646,756 


6 
24,400 


2,325 
26,731 
$620,025 


STATEMENT OF CONSOLIDATED LONG-TERM DEBT (note 6) 


(Expressed in thousands of United States dollars) 


Amounts due to International Bank for Reconstruction 
and Development— 
4%%, 442%, 47%% and 6% loans, due semi-annually 1973 to 
1978 inclusive, payable in U.S. funds 


4%, 4%% and 6% loans, due semi-annually 1973 to 1978 
inclusive, payable in Canadian funds. thf 


4%% and 6% loans, due semi-annually 1973 to 1978 
inclusive, payable in sterling and French francs. 


Brascan International B.V. 
8%% guaranteed bonds due annually October 1, 1975 to 1987 
payable in U.S. funds (guaranteed by Brascan Limited) 
Light-Servicos de Eletricidade S.A. : 


United States of America Alliance for Progress 5%% loan, 
payable in U.S. funds in equal semi-annual instalments from 


January 28, 1973 to July 28, 1984 or, at the lender's Spa 


in equivalent cruzeiros on those dates . 

Morgan Guaranty Trust Company of New York 8- 3/1 6% to” 
August 2, 1973, thereafter subject to periodic adjustment to 
1%% over the London interbank rate, due semi-annually 
June 30, 1975 to 1978, payable in U.S. funds . 

Supplier financing, due semi- tay TOMO 73 tons 7, 
payable in U.S. funds ; eee ce ee 


Less amounts payable within one year included in 
current liabilities ; Lee eg Pee 


Maturities and sinking fund requirements during the next five 
years are as follows: 


1973 21,024 1976 ea 2,000 
1974 5,415 77 LZ O2 S. 
7 Dae doy 20) 


1971 


$488,799 
83,781 
572,580 


23,207 


23,244 
$549,336 


December 31 


1972 oval 
$ 8,287 $14,327 
5,939 7539 
848 1,076 
15,074 22,942 
20,000 
30,964 33,545 
30,000 
2,521 749 
98,559 57,236 
11,524 10,823 
$87,035 $46,413 


(see accompanying summary of accounting policies and notes) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Dollar amounts in thousands) 


1. Electric utility operations 
(a) Operating revenues— 

In May 1971, new legislation in Brazil changed the regulatory 
system applicable to the electric utility. In the resulting new 
schedule of electric rates which became effective on January 1, 
1972, the rate of return on the rate base was increased from 


10 per cent to 12 per cent. 


In addition, effective January 1, 1972, the new legislation re- 
moved corporate profits taxes paid from the category of costs 


recoverable in the rates. 


Billings in 1971 and 1972 were sufficient to cover “service at 
cost’’ (see summary of accounting policies) and, in addition, 
to recover in 1971 the remaining $300 balance of the 1969 


deficiency of earnings. 


(b) Corporate profits taxes— 

Corporate profits taxes in Brazil are paid in the year following 
that in which the related taxable income is earned. The new 
legislation (see (a) above) reduced the rate of corporate profits 
taxes payable by electric utilities from 17 per cent to 6 per cent 
of taxable income for tax payments in the four year period 
commencing January 1, 1972 (i.e. with respect to taxable 
incomes in the four year period commencing January 1, 1971). 
Since the Company provides for taxes in the year in which the 
related taxable income is earned, corporate profits taxes in- 
cluded in the statement of consolidated income were provided 


at the 6 per cent rate in both 1971 and 1972. 


Reversion and reversion interest— 

Effective January 1, 1972, the new legislation (see (a) above) 
increased the rate of reversion interest from 6 per cent to 10 per 
cent and terminated the prior provisions for the automatic with- 
drawal and reinvestment of reversion funds (see summary of 


accounting policies). 


(d) Rate base— 

All rate adjustments that have been approved to date under the 
“service at cost’’ system are provisional as they relate to the 
calculation by the Company’s electric subsidiary of its own rate 
base. A Government Commission has determined the physical 
existence and the monetarily corrected cruzeiro cost less appli- 
cable depreciation of the plant in service as at December 31, 
1964. Formal approval of the Commission's findings was com- 
pleted in 1972 and the results are currently being updated. 
Electric income from January 1, 1965 may be subject to adjust- 
ment through future rates to reflect the final determination. 
However, the cruzeiro value for the utility plant, confirmed by 
the Commission, was approximately 2 per cent below the book 
value and the Company has no reason to expect that the final 
difference, when this value has been brought up to date, will 
vary materially from this result. 


2. Withholding taxes 


Interest and dividend payments from subsidiaries in Brazil are subject 
to regular Brazilian withholding taxes at the rate of 25 per cent and 
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provision has been made for such taxes at that rate (see summary of 
accounting policies). 


The law further provides that, should net dividend remittances to a 
company’s foreign shareholders exceed 12 per cent of the dollar 
amount of registered capital averaged over three years, additional 
withholding taxes would be payable on a graduated scale from 
AO per cent to 60 per cent. 


3. Investment and industrial operations income 


The major components of net income from investment and industrial 
operations in Brazil are as follows: 


1972 1971 
Net income of investment subsidiaries 

Gross investment income . $ 14,288 $ 4,658 
Profits on sale of shares 1,040 8,482 
Depreciation . Coals) ( 50) 
Interest expense es (3,957) (938) 
Income and withholding taxes . (1,563) (2,216) 
Other expenses . (4,303) (1,374) 
Investment write down and appropriation 

for agricultural research. (3,587) 
Equity of minority shareholders. (4) 

$5 27/2 $ 5,875 
Net loss of industrial operations 
Sales . $ 9,954 $ 8,806 
Cost of sales* 7,915 6.179 
Gross profit 2,039 2,627 
Interest expense (1,228) (1,464) 
Other expenses * (3,063) (3,263) 
Si (222 52) $(2,100) 
*Depreciation included in above eo 

EXDENSESA Wier oh cae eens a 296 $ 301 


4. Shares of Canadian companies 
(no quoted market va/ue) 

The Company, through Brascan Resources Limited, has agreed to 
acquire a 15 per cent equity interest in Elf Oil Exploration and 
Production Canada Ltd. for Can. $40,000, payable over a maximum 
period of five years ending January, 1974 (of which Can.$24,000 
had been paid to December 31, 1972). The major portion of this 
investment is represented by deferred exploration expenditures 
incurred by Elf. 


5. Government-guaranteed obligations 


This amount, together with interest at 6 per cent, is receivable in 
equal quarterly instalments from April 1, 1974 to January 1, 1986 
with respect to the sale of the Company’s telephone utilities in 1966 
to an agency of the Federal Government of Brazil. Payments under 
the sale agreement carry the guarantee of that Government. The 
Company is obligated to reinvest 75 per cent of this amount in other 
enterprises in Brazil over the term of the agreement. The amounts 
receivable within one year are included under current assets. 


6. Long-term debt 


The amounts due to International Bank for Reconstruction and 
Development are evidenced by obligations of Light-Servicos de 
Eletricidade S.A. under an Obligors Agreement dated June 9, 1965; 
by various Loan Agreements; and by the following Collateral Trust 
Bonds of Brascan Limited— 


WES 
Equivalent 
Series A—payable in U.S. funds $ 8,287 
Series B—payable in Canadian funds 5) S138) 
Series C—payable in sterling and French francs 848 
$ 15,074 


The foregoing amounts are secured by a floating charge on the assets 
of Light-Servicos de Eletricidade S.A. By supplemental indenture 
executed on May 5, 1972 the assets of Brascan Limited, were 
released from a similar floating charge securing the above Collateral 
Trust Bonds. Under the terms of the Collateral Trust Bonds approxi- 
mately $5,000 is required to be maintained on deposit with the trustee. 


In addition, all other long-term debt, with the exception of supplier 
financing, is secured by debentures of Light-Servicos de Eletricidade 
S.A. carrying a floating charge on the assets of that company. These 
assets consist principally of utility plant in service, construction work 
in progress, materials and supplies, and approximately $175,000 of 
current assets. 


7. Sukunka coal project 


The Company, through Brascan Resources Limited, has acquired a 
12%% interest in certain coal licences in the Sukunka property in 
British Columbia at a cost of approximately $2,800. The Company 
has options to purchase a further 4712% interest at a price of $9,825 
which, pursuant to amendments to the option agreements made in 
January 1973, are exercisable by the earlier of June 30, 1975 or 
three months after leases or permits have been issued and satis- 
factory arrangements have been agreed upon for the provision of 
port, loading and rail facilities. Under these options the property was 
to be developed as a joint venture owned 60% by the Company, 
through its subsidiaries, and 40% by Brameda Resources Limited. 


Mine development expenditures of $4,594, the major portion of 
which would be assumed by the joint venture upon exercise of the 
options, have been deferred. 

In early 1973 the Government of British Columbia entered into 


negotiations with Brameda Resources under which the Government 


would acquire the 40% interest of Brameda contingent upon Brascan 
Resources exercising its options. These negotiations have not as yet 
been completed. 


8. Exchange regulations 


Remittances from Brazil are subject to the exchange regulations of 
that country. Inter-company interest and related sinking fund pay- 
ments from the electric subsidiary together with payments under the 
telephone sale agreement are fully remittable in dollars. Dividend 
payments from the electric subsidiary, under current interpretation of 
the regulations, are 47.7 per cent remittable in dollars (with the 
balance being available in cruzeiros in Brazil). Dividend payments 
from the various Brazilian investment subsidiaries are either wholly 
or partially remittable in dollars. 


9. Unrealized balance of gas company assets 


This represents the book value of the unrealized balance of the 
assets of the Sao Paulo gas service expropriated in 1967 and the net 
book value of the gas plant in Rio de Janeiro which was transferred 
to the State of Guanabara in 1969. 


The compensation receivable for these assets has not yet been 


determined, but no material loss on final settlement is anticipated. 


10. Exploration expenditures available for income tax purposes 


Brascan Resources Limited has drilling and exploration expenditures 
in Canada amounting to approximately $25,000 (arising both from 
its Own operations and from those of other parties who, by agree- 
ment, have renounced in its favour the tax deductibility of similar 
expenditures made by them) which are available for application 
against such taxable income as may arise from its operations in the 
future. 


11. Remuneration of directors and officers 


During 1972 the aggregate remuneration of the Company's directors 
as directors and the Company's officers as officers was as follows: 


Number of 
i ; officers who 
Directors Officers were also 
Number Amount Number Amount directors 
Paid by the 
Company 23 $132 1133 $667 5 
Paid by one 
subsidiary . . 1 98 1 
Paid by another 
subsidiary . . 1 is 


AUDITORS’ REPORT 
To the Shareholders of Brascan Limited 


We have examined the consolidated balance sheet and the state- 
ments of consolidated current assets and liabilities, property, plant 
and equipment and long-term debt of Brascan Limited and subsidiary 
companies as at December 31, 1972, and the statements of consoli- 
dated income, retained earnings and source and application of funds 
for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present fairly 
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the financial position of the companies as at December 31, 1972 and 
the results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that ofthe 
preceding year after giving retroactive effect to the change in basis 
of consolidation described in the summary of accounting policies, 
with which change we concur. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


Toronto, Canada 
March 19, 1973 


Frrascan AND SUBSIDIARY COMPANIES 


LIMITED 


ANALYSIS OF CONSOLIDATED INCOME BY CURRENCIES 


for the years ended December 31 


(Expressed in thousands of United States dollars) 


Dollar Components 
Net electric utility income . 5 
Investment and industrial operations : 
North America and other— 

Dividends and profits on sale of shares 
Interest income . tae le ae 
Net income of oil and gas operations 
Net loss of trading operations 
Foreign exchange adjustments . 


Brazil— 
Interest under telephone sale agreement 
Net income of investment subsidiaries . 
Net loss of industrial operations 
Foreign exchange adjustments . 


Net investment and industrial operations income . 


General corporate expenses . 
Net income for year . 


Cruzeiro Components 
Net electric utility income . : 
Investment and industrial operations: 
North America and other— 
Net loss of trading operations 
Foreign exchange adjustments . 


Brazil— 
Net income of investment subsidiaries . 
Net loss of industrial operations 
Foreign exchange adjustments . 


Net investment and industrial operations income . 


General corporate expenses . 
Net income for year . 


Net income per statement of consolidated income 


Net income per ordinary share 
Dollar components 
Cruzeiro components. 


“Adjusted for stock dividend paid July 31, 1972 


5,489 
11,179 
(2,887) 
29,703 


52,350 


5,360 
(1,872) 
241 


Hrascan AND SUBSIDIARY COMPANIES 


LIMITED 


SOURCE AND APPLICATION OF FUNDS BY CURRENCIES 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


Dollar Components 
Funds provided 
From operations 
Net income for year . 
Add depreciation and depletion: 


Sale of property, plant and equipment . 


Current portion of sale price of telephone ie 
less amount reinvested in Brazil 


Repayment of electric subsidiary debt to parent 
Decrease in working capital . 


Funds used 
Expenditures on property, plant and equipment 
Increase in non-utility investments 
Deferred mine development expenditures . 
Dividends—preference . 

—ordinary . 

Miscellaneous changes in various ani afl feniiies. 
Increase in working capital 


Cruzerio Components 
Funds provided 
From operations 
Net income for year . 
Add (Deduct) : 
Depreciation . 
Reversion and reversion interest 
Interest charged to construction—credit 
Equity of minority shareholders . 


Long-term borrowings . : 
Increase in holdings of minority ‘shareholders 
Sale of property, plant and equipment . 


Telephone sale proceeds transferred to Brazil for reinvestment : 


Decrease (increase) in utility materials and supplies . 
Customers’ contributions for line extensions . é 
Miscellaneous changes in various assets and frapilities 


Funds used 
Expenditures on property, plant and equipment 
Loans and long-term financing contracts 
Increase in non-utility investments 
Reduction in long-term debt . 
Subsidiary dividends paid to minority pea rcholders 
Increase in working capital 


ily? 


1972 1971 
$729:703)men oy eo 
___ 328 JED 

30,031 27,925 

3,840 27 

528 Co 
5,000 5,000 
1,423 

_ 39,399 34,154 

5,244 1,633 

2,452 9,172 

4,521 Te 

6 7 
24,400 aay, 
2,550 32 

226 
39,399 34,154 
67,717 56,078 
27,720 26,012 
36,769 

(7,659) (3,314) 

18,825 14,891 
106,603 130,436 

59,742 438 

5,246 1,329 

804 679 

3,000 3,550 

3,465 ( 452) 

2,284 1,919 

1,977 1,572 
183,121 139,471 
101,568 85,946 

24,732 

9,927 ( 902) 

16,835 15,823 

8,685 6,438 

21,374 32,166 
$183,121 $139,471 


Frrasecan AND SUBSIDIARY COMPANIES 


LIMITED 


COMPARATIVE STATEMENT OF CONSOLIDATED INCOME 


for the years ended December 31 
(Expressed in thousands of United States dollars) 


1972 
Electric Utility Income 
Operating revenues. 9 ia ae. aee Seer eae $ 518,191 
Operating revenue deductions: 
Purchased pOWe re. ane ae te eee a 202,634 
Full’ SF rrr ipe cs ges enna te a eehale ea 2,382 
Salaries, wages and other operating expenses. 119,169 
Depreciation» pee. tikes oe nee ee en 26,777 
Reversion’) ts cies eee re ie ce te 32,860 
383,822 
Operatinguincome, "2aaeae ae ee 134,369 
Kokevelaaremetse(Uleni(olgee | Ass 5 ee ke en 47,249 
Net electric utility InCOMmenr. san, ane 87,120 
Investment and Industrial Operations 
North America andtothereae: : memenscue sce ee 5,652 
Brazil «s,s. <2) 20 Ri teen ee gk mn mn er 7,550 
13,202 
General Corporate Expenses ......... 2,902 
Net Income Before Extraordinary Items .... . 97,420 
Extraordinary items—credit (debit) . : 
Net Income. for Years aes ee ee $ 97,420 


(In accordance with current accounting practice the $18,815 loss on sale of the tele- 
phone utilities charged to retained earnings in 1965 would be classified as an extra- 
ordinary item.) 


OPERATING STATISTICS OF LIGHT—SERVICOS 
DE ELETRICIDADE S.A. 


1972 

Kilowatt hours sold (millions) 

Residential: 4: SaaS? ra ees | tere 4,966 

Commercial es = a) eeeeme © eee re rent 3,662 

INGUStrial sega aie ele oo) oe ee ee ces 11,126 

Public utilitiessand Others). seers eres 2,648 

Total: << °c, _) aa eee cel cre ic 22,402 
Customers: CINOUSAIICS wee arene nae eerie ne 3,485 
EMplOV@GS. ~.es-steeat aan coe sieeie e  ea S 25,968 
Capacity of generating plants (kw thousands) . . 2,119 
Transmission lines (miles of circuit) . ..... 2,962 
Distribution network lines (miles of wire) . . . . 163,388 
Transformer capacity (kva thousands) ..... 4,961 
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1971 1970 1969 1968 1967 1966 1965 


s 425,039 $ 369,276 $ 302,802 § 257.612 $ 249,531 § 218,942 $ 165,075 
150,476 129,012 91,341 61,516 53,768 47,249 33,295 
9,674 2,889 16,812 14,254 9,800 11,453 10,449 
101,442 85,807 73,477 65,734 66,618 52,354 40,206 
25,409 23,747 Oe 20,564 19,271 31,202 25,944 
29,192 27,220 19,635 17,853 18,128 15,978 13,896 
316,193 268,675 223,477 179,921 167,585 158,236 123,790 
108,846 100,601 79,325 77,691 81,946 60,706 41,285 
38,320 42,543 BI 237 32,541 37.721 28,418 21,871 
70,526 58,058 48,088 45,150 44,225 32,288 19,414 
7,317 6,461 7,043 5,945 4,260 Fe 1,828 
8,277 3,936 6,733 5,739 4,578 5,270 (64) 
15,594 10,397 13,776 11,684 8,838 8,603 1,764 
2,339 1,949 1,804 1,281 1,492 1,627 1,698 
83,781 66,506 60,060 55,553 51,571 39,264 19,480 
3,632 (2,885) 
$ 83,781 $ 66,506 $ 60,060 $ 69,185 $ 51,571 $ 36,379 $ 19,480 
1971 1970 1969 1968 1967 1966 1965 
4,651 4,162 3,882 3,504 3,145 2,862 2,642 
3,278 3,037 Po 2,554 2,266 2,149 2,032 
9,972 8,585 8,090 7,209 6,262 6,131 5,313 
2,409 2.135 2,081 2,062 1,972 1,655 1,654 
20,310 17,919 16,880 15,329 13,645 12,797 11,641 
6273 3,056 2,847 2,662 2,535 2,403 2,285 
25,866 25,216 24,549 23,449 22,949 21,562 19,319 
2,119 2,119 2,121 2,121 2,148 2,147 2,147 
2,932 2.818 2,779 2,668 2,650 2,534 2,504 
149,300 137,613 123,334 112,515 104,062 97,036 91,873 
4,421 4,119 3,564 3,190 2,846 2,504 2,285 


19 


Sees se ee 


*ep}] SOJUaWIJSOAU| a SAQdedioIJe4 —Oeuselg 
~y'S siesad sojusWIpusaidWwy e OBdeziuebIO 
“v's seodedioijied o oRdeziuebIC ap eo|uDg | esgudiug 
TSOLRIPISQNS JUBWISEAU! UeI|!ZeIG PEUMO-Aj|OYM Hulmoj|o} a4} YOO? PlOH. 


S}UOWISEAU! PUe Ss}esse 10430 


‘o]0 ‘pueoqpiey 

*So|l} O1NSMOOe Jo JouNjoRsnuey| 
(O1nIgWUWOD 

9 eUsNpu|—"y's xeyeong) 


+ (%ZL) XALVONA 


*g eBed UO {NO jos ase YOIYM sal}i|iqel| Jo 
UONONPEP INOYUM ZZEBL ‘LE Jequieseq 
je sanjeA JOO JUaSe1dal SeNjeA joss}. 


$}UCWW}SEAU! pue S}ESse 19410 


9961 Ul 

|IZ21G JO JUBWUIBAOD 94} 0} 
1}1J13N BUOYa]a} S}I JO Bjes OY 
wo} uedsesg 0} Bulmo aoueleg 


SNOILVSI1SO 
G3aLNVYVNS-LNIWNYSA0D 


+NOITIIW L6$ SLASSV 


SLASSV 
ALVYOdYOO YSHLO 


$}UOWISOAU! pUue SjESSe 10430 


10, MON 
‘exes ‘OAxO | ‘UOpUOT ‘OloUuRL 
OP O1Y ‘OJUOIO| UI SEDI}JO YIM 
soluedwoo Hulped} jeuoljeusazu| 


(%00L) dNOYD ONIGVYL 
AVNOILVNYSLNI NVOSVYE 


Ipeid JowWNsUuOD 
(SO}UBWI}SEAU| 
9 OJUBWeIDUeUI4 ‘0}1P949) 


(%LS) ‘W'S NVNI4SIHO 


yueg }UdWSeAU| 
(W'S OlUBWI}SEAU| 
ap ueoselg oouRNg) 


«(%00L) NYOSVHd OONVA 


+NOITMW 68$ SLAISSV 


ONIGVYL ONV 
SADIAYAS IVIONVNIA 


juswidojenep WsUNo | 


(‘epy] 90'S sojuawesoyjay 
8 OJUBWIAJOAUSEG 
‘sojuaWIpusasJdU) 


« (%87Z) ILWuWd 


910} 
(“‘y'S OWSUN | 8 BLUe|a1O}4 BAAR) 


«(%L9) 1TALOH VWAAYD 


4+NOITIIW 9$ SLASSV 


LN3WdO1dA50 
3LVLS3 1V4duy 
GNV WSIYNOL 


juewdojeAep pue 

uo!}esO|dxe sjBjOW SNOU9J-UON 
(w's sa0doedsoldg 

9 opdeJOUIY\ —eSIWOld) 


+(%001L) VSIWOUd 

uolnonpoid 

pue uoljesojdxe seb pue|iC 
(%2L) GALI 

SWNA10YULId HLHONOVAW 
juewdojaAsep jeoD 

(%LL) GALINIT 

ONINIW NOILITVOO 
juswidojenep pue uol}eso|dxa |10 


(%GL) GALINIT 
VaOVNV9 NOILONdGOY’d 
® NOILVHYO1dx] 110 414 


juewdojsAep pue 
uoljesojdx9 BoJNOsesjesnjeN 


(%00L) GALIWIT 
S30YNOSIY NVOSVYa 


+NOITIIW 6¢$ SLAISSV 
SAJOYNOSAY IVYNLVN 


(dnos6 Aamoiqg noesed-|OxS 94) 
YIM pebiew aq 0]) ‘Alemesg 
(epeywiy] sejuesebujoy 

9 se[aAsiad OOURIGOING) 


+ (%00L) OONVYBOUNO 


Bulsiesojeo ‘Bulyoed jeoy| 
«(%Gv) ‘W'S YNOWYV-LAIMS 


BHulsseooid poo4 


(W's ONG EP 
SOILD SPIO|JUOWI|\y SeLISMpu) 


«(%@6) AXldad SVOIN AYA 


uoljesojdxe 
seB pue {10 UI S}S9JO}U! YIM 


Aueduioo ajesejoyum pue jiejoy 


(%L) 
ANVdWOS AVE S.NOSGNH 


S@0/AJOS POOJ puke sjonpold 
pooj Jownsuod ‘sjonpold 
jeuysnpul jo eBuesepim 

® pue sabeJsanaq jo jes pue 
UOIINUISIP ‘unjoeynueW ey) Ul 
‘soluedwod jo dnoib s}) yBnosyy 
‘pabebue Auedwoo Buipjoy 
juUsWebeueW UeIpeueD VY 


(%Z€) GALINIT Livav1 NHOr 


+NOITTIW 066 SLASSV 


SJOIAUAS GNV 
Sd009 YaWNSNOD 


oOeUer OP Oly pue 
ojned OBS Bpnjoul YDIYM seale 
UOISS89U09 UI JOMOd 91J}99|9 
JO UOI]NGI|sip pue UOIss|W 
-SURJ) ‘@SBYOINd ‘UO!EJOUBS) 
("y's epeplolie|3 

ap sodiAles —jyb17) 


(%€8) LHOIT 


JNOITIINW LSO’L$ SLASSV 


LNAWLSIANI ALIMILA 
9ldL9914 


20 


(epeues ul payesodsooul) 
Auedwoo jusWwebheueW JUeWYSeAU! UY 


OJLIWIT 


UTA S ITALY 
AYNLONYLS ALVYOdYOO 


CONSUMER GOODS 


—In Canada 


John Labatt Limited 


Net earnings of John Labatt Limited 
for the nine months ending January 31, 
1973 amounted to Can. $14.4 million 
or Can. $1.35 per common share (be- 
fore an extraordinary item of Can. 11 
cents per share representing non- 
recurring expense to date incurred on 
the relocation and start-up of Laura 
Secord’s new production facilities) 
compared with Can. $12.7 million or 
Can. $1.16 per share (before an extra- 
Ordinary item of Can. 37 cents per 
share, representing loss on sale of its 
interest in Lucky Breweries Inc.) for the 
same period of the previous year. The 
Labatt group’s beer sales continued 
to increase above the industry rate; 
Labatt sales volume in Canada for the 
period increased 9.4% compared with 
an industry increase of 6%. 


Labatt’s winery interests have been ex- 
panded. During the period under re- 
view, the group acquired control of 
Chateau-Gai Wines Limited of Toronto, 
and obtained options to acquire all the 
shares of Casabello Wines Limited of 
Penticton, B.C. 


Labatt continues to develop its inter- 
national interests. It is already a min- 
ority shareholder ina brewery inTrinidad 
and, as indicated elsewhere in this 
report, in February, Labatt, in partner- 
ship with the Brascan Investment 
Group, reached agreement to purchase 
50% of the controlling interest In the 
third-largest brewing group in Brazil, 
Skol-Caracu. 


During the same month Labatt pur- 
chased a minority interest in a Zambian 
brewing company. 


The food and allied products operations 
of the company showed an overall im- 
provement during the nine-month 
period as compared with the previous 
year. 


Hudson's Bay Company 


Net income of Hudson’s Bay for the 
year ended January 31, 1973 was Can. 
$15.6 million (Can. $1.16 per share) 
compared to Can. $13.3 million (Can. 
98 cents per share) the previous year. 
A semi-annual dividend of Can. 28 
cents has been declared compared 
with Can. 26 cents paid semi-annually 
the previous year. The “Bay”, a major 
wholesaler and retailer, continued its 
expansion of facilities in Eastern Can- 
ada. Through Hudson's Bay Company 
Resources Ltd., it owns oil and gas 
rights in Western Canada and has a 
21.9% interest in Hudson’s Bay Oil and 
Gas Company Limited, Canada’s lar- 
gest non-integrated oil and gas explo- 
ration company. 


In March, 1973 Hudson's Bay Com- 
pany reached conditional agreement 
to acquire a 32% interest in Siebens Oil 
and Gas Ltd. of Calgary in exchange 
for all the shares of Hudson's Bay Co. 
Resources Ltd. The combining of 
Siebens’ land position in Canada and 
the North Sea with the Hudson’s Bay 
Co. Resources’ cash flow should pro- 
vide significant additional funds for 
exploration purposes. 


Labatt’s fine beers and ales continue to grow in popularity across Canada. 


Consumer Goods 


Swift-Armour S.A., Brazil’s largest meat- 
packing company, serves a growing domestic 
and export market. 


NATURAL RESOURCES 


—In Brazil 


Swift-Armour S.A. 


In December the Investment Group, in 
association with the CAEMI group of 
Brazilian companies acquired from 
Deltec International Limited its 92% 
interest in Swift-Armour S.A., Brazil's 
largest meat-packing operation. The 
Brazilian partner, which is involved 
principally in the natural resource field, 
will hold the majority interest in the 
joint venture. 


Swift-Armour operates three slaughter- 
houses, canning facilities and several 
cattle ranches. Besides being a leading 
supplier to the domestic market, the 
company is Brazil’s largest meat ex- 
porter. 


Skol-Caracu 


In November 1972 the Investment 
Group and John Labatt Limited acquir- 
ed the Ourobranco brewery in Belo 
Horizonte. Following this acquisition, 
agreement was reached with a promi- 
nent Portuguese group to participate 
in the Skol-Caracu brewing group. 
The Brascan-Labatt and the Portuguese 
groups will each hold 50% of the 
control stock. 


Skol-Caracu operates four breweries— 
in Rio de Janeiro, Rio Claro, Santos, 
and Londrina—which, together with 
the Belo Horizonte plant, have a total 


Brascan Resources Limited 


Brascan Resources (formerly Mikas Oil 
Co. Ltd.) through which the Company 
conducts its Canadian natural resource 
program, is carrying on an active explo- 
ration and drilling program. During 
1972, 62 wells were drilled in Alberta 
in the first stage of a shallow gas explo- 
ration program; 19 wells were com- 
pleted, and additional wells are being 
drilled. Final results have not yet been 
determined, but natural gas reserves 
have been located. Brascan Resources 
also has a working interest in an oil 
exploration program in Labrador. 


Certain oil properties that did not meet 
the company’s economic value criteria 
were sold during late 1972. 


In Northern Saskatchewan the com- 
pany has a concession to explore 
450,000 acres for thermal coal, and it 
is evaluating kaolin and silica deposits 
in both Saskatchewan and Ontario. 


Elf Exploration and Production 

Canada Ltd. 

The Company over a period of five 
years is purchasing, through Brascan 
Resources Limited, a 15% interest in Elf 
Oil Exploration and Production Canada 


annual capacity of 33 million imperial 
gallons. Thére are plans for another 
plant at Brasilia. All the breweries ex- 
cept Santos have soft drink plants and 
there is a mineral water bottling plant 
at Lindoia and another soft drink plant 
at Governador Valadares. 


Fabricas Peixe 

Peixe again reported unsatisfactory re- 
sults in 1972. An obsolete plant was 
closed and manufacturing facilities 
were streamlined in the two remaining 
factories. The search for new and better 
tomato varieties to improve the quality 
of products continues, with encourag- 
ing results. Executive responsibilities 
are being realigned, and while recovery 
in market penetration and elimination 
of losses is slower than anticipated, 
results so far in 1973 indicate some 
improvement. 


Eucatex S.A. 


A hard and soft-board manufacturer in 
Sao Paulo in which the Investment 
Group holds aminority interest, Eucatex 
had record sales, increased exports and 
a profitable year. 


Other Investments 


The Investment Group holds minority 
interests in several other enterprises, 
which are being held for short-term 
investment. 


Ltd. for the sum of Can. $40 million. 
Of the remaining two instalments of 
Can. $8 million each due to Elf, one 
has been paid in January 1973 and the 
final one is payable in 1974. Elf holds 
rights on 23 million net acres in 57 
million gross acres, largely located inthe 
Arctic, in the Beaufort Sea- Mackenzie 
Delta area. Elf also has an expanding 
acreage interest in the Western Cana- 
dian sedimentary basins. Drilling by 
Elf during 1972 did not indicate any 
shows of economic significance on the 
Arctic Island acreage. 


Elf recently completed a farmout and 
joint partnership with a group of U.S. 
gas companies and Panarctic. This 
group will spend Can. $40 million from 
1973 to 1979 to earn an interest in 11.8 
million netacres. A total 32.5% interest 
will be earned in this acreage if the 
program is carried to completion. To 
do this an additional Can. $20 million 
will be spent on delineation work, and 
a further Can. $75 million in develop- 
ment funds is to be financed by the gas 
companies. The group of gas com- 
panies will have priority to purchase 
gas produced, but on a competitive 
basis. 
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A Brascan Resources’ drilling rig in northern 
Canada, symbolic of the company’s broad 
natural resource exploration and development 
program. 


TOURISM AND REAL ESTATE 
DEVELOPMENT 


Gavea Hotelaria e Turismo 


Construction of the 500-room $15 
million Hotel Inter-Continental Rio on 
Gavea Beach in Rio de Janeiro, in co- 
operation with Inter- Continental Hotels 
Limited, a subsidiary of Pan American 
Airlines, is proceeding, with the open- 
ing scheduled for 1974. The Invest- 
ment Group holds two-thirds of the 
equity. 


Parati 


The Investment Group, associated with 
other Brazilian investors and ADELA, 
is carrying out feasibility studies for the 
development of a large domestic tour- 
ism project on 11 miles of ocean-front 
property, 130 miles south of Rio de 
Janeiro. The site lies close to the new 
Rio-Santos highway due for comple- 
tion in December 1973. The project will 
provide for the creation of integrated 
facilities, airport, roads, power, enter- 
tainment, and shopping complex, as 
well as hotels and other types of 
accommodation. 


Magnorth Petroleums Ltd. 


Brascan Resources has a 12% interest 
in Magnorth Petroleums Ltd., which 
controls approximately 14 million gross 
acres In the Arctic and Beaufort Sea 
regions. 


Magnorth completed a farmout of a 
25% interest in its acreage for the ex- 
penditure of Can. $10 million by 
Norlands Petroleums Limited, a sub- 
sidiary of a large gas purchaser, 
Northern Natural Gas. This company 
also has an additional option which 
will allow it to earn a further 25% inter- 
est by the expenditure of a further sum 
of approximately Can. $25 million. 


Coalition Mining Limited 

Brascan Resources’ option to purchase 
an additional 47’4% interest, giving It 
a 60% interest, in the Sukunka coal 
deposits in Northern British Columbia, 
from Brameda Resources Limited, has 
been extended from January 1, 1973 
to the earlier of June 30, 1975 or three 
months after leases or permits have 
been issued and satisfactory arrange- 
ments have been concluded for the 
provision of port, loading and rail 
facilities. 


Development mining expenditures to 
December 31, 1972 total $4.6 million 
and have been deferred. The major 
portion of these expenses would, upon 


3 

=a 

es 

a 

+3 
Sol = 
— Ss 
SS 

LJ 


exercise of the option, be assumed by 
the joint venture owned 60% by the 
company and 40% by Brameda Re- 
SOUICces. 


Development mining, market research 
programs and certain other aspects of 
the feasibility study of the project are 
being continued, though at a reduced 
rate. 


In early 1973 the Government of British 
Columbia entered into negotiations 
with Brameda Resources under which 
the Government would acquire the 
40% interest of Brameda, contingent 
upon Brascan Resources exercising its 
options. These negotiations have not 
as yet been completed. 


Promisa 


An exploration program is being carried 
On in Brazil by a subsidiary company, 
Promisa. Three projects are being 
evaluated currently and exploratory 
searches are continuing for non-ferrous 
metals. 


An architect's conception of Hotel Inter-Continental Rio, under construction by Brascan in co- 
operation with Inter-Continental Hotels Ltd., on Gavea Beach in Rio de Janeiro. 
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BRASCAN NORDESTE 


A non-profit research and development 
agency organized in December 1971 
with a $1.8 million donation from the 
Investment Group, Brascan Nordeste 
is designed to promote and develop re- 
search projects in Brazil’s underdevel- 
oped North-East. Projects will be de- 
signed to increase agricultural, cattle 
breeding and industrial productivity in 
the area, so that the region’s natural 
resources may be better utilized and 
social, economic and working condi- 
tions improved. 


During 1972 Brascan Nordeste con- 
ducted a broad survey of the economy 
of the North-East, which is 70% de- 
pendent on agriculture, and of current 
agricultural research projects at univer- 
sities and scientific institutions, before 
preparing its own program of work. A 
committee of well-known Brazilian 
business and Government. leaders, 
with extensive knowledge and experi- 
ence in the North-East, established a 


priority list of research projects. The 
list includes studies of cattle breeding, 
agriculture, reforestation, shrimp rais- 
ing, and the growing of tomatoes, 
cashews and fruit. 


Brascan Nordeste’s first project, begun 
in 1972, is a major research and devel- 
opmental study to find improved 
methods of growing and using manioc, 
a starchy root plant which is a basic 
component of the diet of most North- 
Eastern Brazilians. Manioc is the 
second most important crop in the 
North-East, and an important source 
of employment for rural workers. 


Nearly 20 agronomists and economists 
at the School of Agronomics of the 
Federal University of Bahia form part 
of the research team engaged not only 
in developing techniques to increase 
manioc quality and productivity, but 
also in investigating the industrial 
utilization of the plant. 


Manioc seedlings adaptable to growing conditions in North-East Brazil are being developed at 
an experimental farm at Cruz das Almas in Bahia. Brascan Nordeste is sponsoring the project. 


FINANCIAL SERVICES 
AND TRADING 


A Banco Brascan client (left) discusses financing plans with Credit Officer Julio Monteiro de 
Barros and Marketing Officer Cesar Henrique Arthou (standing) at the Bank's new offices in 


downtown Rio de Janeiro. 


Banco Brascan de Investimento S.A. 


Banco Brascan (an investment bank) 
is developing a full range of investment 
banking services. It has significantly 
enlarged its volume of operations, par- 
ticularly in the areas of lending and the 
money market, providing financing for 
both private and official organizations. 
At December 31,1972 the outstanding 
value of loans granted amounted to 
the equivalent of $40 million, repre- 
senting a threefold increase over the 
level of the previous year. The Bank 
has offices in Rio de Janeiro, Sao 
Paulo, Brasilia and Recife. 


In 1972 the greater part of the Bank’s 
profits was derived from operations 
rather than, as in 1971, from security 
trading. 


Crefinan, the Bank’s consumer credit 
Subsidiary, experienced satisfactory 
growth. 


Brascan Trading and Financial 
Services Group 

The establishment of the international 
trading group commenced in 1972, 
with offices in Toronto, Rio de Janeiro, 
London, New York, Tokyo and Osaka. 
The operations of the group are still in 
a formative stage. 


Itis planned to open a financial services 
and trading office in Geneva in 1973. 


Offices of the Brascan international trading group are being established in Toronto, Rio de Janeiro, 
London, New York, Tokyo and Osaka. A financial services and trading office is being opened in 


Geneva. 
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The Light is an integral part of all aspects 

of life in its 12,200-square mile concession 
area in South-Central Brazil. Medical care, 
sporting events, industrial production, activities 
at home and throughout the city—the company 
transmits and distributes the electric power 
needed in each facet of daily living for nearly 
three and a half million customers. 


Night in downtown Séo Paulo, South America’s largest city. 


Brazil's national sport, soccer at Maracana stadium. 
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A Brazilian family at home. 


A worker in an industrial plant. 
Economic activities in the region of 
razil served by Light account for nearly 
63% of the country’s Gross 
Domestic Product. 


Music, always a part of Brazilian life, whether 
live or recorded. 


A motor show at Anhembi Park, one of the world’s largest trade exhibition complexes. Brazil's rapid 
industrial development is attracting both domestic and export buyers. 
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